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PREFACE 



The subject of mergers first became of interest to me 
in July of 1954 when, as part of an assignment at Northeastern 
University, a paper on the topic was required. The Preface of 
that work stated that it was hoped further study could justify 
more valid assumptions. 

An opportunity for such study was soon available when 
the subject was considered for thesis work in partial satisfac- 
tion of a Master of Business Administration Degree at Northeast- 
ern University. However, the scope was determined to be of un- 
manageable length for such a purpose, and additional time was 
necessary if the study was to be accomplished. The completion 
of the project was assured when the extent of the undertaking 
was recognized at George Washington University. The required 
time was granted by allowing the thesis to be submitted in two 
parts to cover two term papers necessary in partial satisfaction 
of a Master of Public Administration Degree at that university. 

In addition to the problem of time, the study could 
not have been undertaken had it not been for the inspirational 
leadership of Dr. Vincent P. Wright, Director of the Graduate 
School at Northeastern University and Dr. A, Rex Johnson, Director 
of the Navy Graduate Comptrollership Program at George Washington 
University. I am deeply indebted to these men for their help and 
understanding. A special note of gratitude is due Dr. Richard 
Norman Owens of George Washington University who gave gener- 
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ously of his tine and criticism. In addition, personnel in the 
Federal Trade Commission and the Department of Justice have been 
most cooperative and offered many suggestions along \vlth tech- 
nical advice. 

In making investigations for the original paper it was 
found that considerable writings had been accomplished on the 
various segments of the subject. Economic books offered a 
wealth of information on monopoly and competition. Law journals, 
U. S. Statutes, and books on government regulation of business, 
fully covered the law. Many writers had attacked the problem of 
concentration of Industry as a result of mergers, and business 
periodicals had a considerable number of articles on the reasons 
for the present wave of mergers. In no place, however, was any 
current writings found covering the full subject of mergers, 
per se. 

It was difficult to understand such a lack of coverage 
on so important an aspect of business. From a student's point 
of view such writings were eagerly sought for a full but easy 
understanding of the basic concepts of the subject. As a result 
of this fruitless search the form of the thesis took shape. 
Considerable space is devoted to the early history of mergers 
while the law of mergers is developed from its inception. This 
coverage was deemed necessary to bring into focus conditions that 
may have set the stage for the present merger movement. 

A large portion of the material represents information 
from secondary sources and liberal use is made of footnotes. 
Considerable insight has been gained, however, from personal 
interviews with senior corporate officials from forty of the two 
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hundred largest industrial firms in the United States. These 
officials were most generous in answering questions; however, 
misunderstandings may have resulted from the interviews. If so, 
any errors of interpretation are entirely my responsibility and, 
therefore, no authority is given for any quotations from this 
study where such interviews are discussed. 

It is hoped, that by the form of presentation and the 
inclusion of current information gained from industry and govern- 
mental agencies, the work will contribute to an understanding of 
the nature, extent, and future implications of the present merger 
movement . 

E. R. Kingman 
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INTRODUCTION 



"Mergers of major companies are the more important 
business events of any period." Commercial and Finan- 
cial Chronicle, March 26, 1953. 



Nineteen hundred and fifty four can go down in history 
as a year of decision relative to the future of big business vs. 
the United States Goverment. Not that any such momentous decis- 
ion was made, only that it was a year when scarcely a day passed 
that the subject of big business did not make the headlines. The 
Federal Trade Commission was making investigations, the economists 
were preaching pure competition, and the leading business publica- 
tions were carrying article upon article having to do with mergers. 

It is unlikely that 1955 will bring forth any new sol- 
utions or radical departure from the old. The hue and the cry is 
expected to go on unabated. 



The Problem 



The basic problem is one of definition. V/hat do we 
want from our economy and what do we expect of it in the future? 
Mary Jean Bowman and George Bach aptly state: 

Lost Americans apparently still believe strongly in 
capitalism and the virtues of a free private-enterprise 
economy, yet the scope of government action beyond the 
regulatory duties prescribed by laissez-faire advocates 
has grown steadily and rapidly. How far should it go, 
what are the social objectives and what do we want the 
private-enterprise system to achieve? 1 



Mary Jean Bowman and George Leland Bach, Economic Analysis 
and Public Policy , (New York: Prentice-Hall, 194-9); P. 579 ♦ 
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It appears that the extent of effort by the government 
to prevent mergers, and to control business if continued or if 
successful, would in itself destroy our competitive market and 
possibly establish a monopolistic economy. On the other hand, 
if concentration in industry came down to only a handful of the 
fittest, would monopoly result, and if 30 would it destroy the 
economy of the nation as no know it? Ho* should our efforts be 
expended to preserve the unprecedented growth this nation has 
experienced and at the same time control this undefined phenome- 
non known as "big business,” if in fact it should be controlled? 

Not only is it almost impossible to define the problem 
but even the segments of the problem become embroiled in contro- 
versy. What is competi tion? . What is free-enterprise? Whet 
constitutes good mergers or bad mergers? //hen might a monopoly 
be good for the public? These are just a small portion of the 
questions left unanswered. Professor M. A. Adelman, one of the 
most prolific writers in the field, says of this: 

The most obvious conclusion is also the most depressing 
one: how little we know of our industrial structure and 

its evolution. . . . Hot only are the most important basic 
data not available; we have scarcely even begun to decide 
what questions we want answered. 

This was put even more pointedly by J . D. Glover when 
he stated: 

We do not know nearly as much about the corporation 
as we should. Our libraries contain more concrete clinical 
detail on distant primitive tribes - their motives, value 
systems, and methods of organizing activity - than on the 



%. A* Adelman, "The Measurement of Industrial Concen- 
tration,” The Review of Economics and otatistics , Vol. XXXIII 
(November, 1951) , p.^95. 



3 



corporation in our midst. . . . Critics, generally, 
misconceive the nature and the functioning of one of 
the most distinguishing features of modern society - 
the business corporation. 3 

These ominous warnings by respected writers in the field 
are, of course, net without good foundation of *\*ct. One of the 
major problems for the study in the year 19 5 5 > is that the cost 
current statistical data available, with minor exceptions, is from 
the 194-7-1950 period and much of that is in dispute. The Federal 
Trade Commission, itself, has difficulty keeping track of mergers 
and their effects on concentration in industry. In 1952 Adelnan 
chided the FTC in this respect by noting: 

Incidentally , the FTC report on the merger movement, 
issued in 1943, contained the 194? merger totals. This 
prompt publication was very welcome. But here it is 195? » 
arid there are still no figures, or the promise of any 
figures for the 1$48 and later years. 

In addition to the problem of numbers of mergers, other j 

FTC facts and figures do not at all times tie into ones made 

available by certain periodicals , books, or research institutions, 

k 

and, by their own admissions," often appear only as estimates. 
These factors make overall comparisons and conclusions difficult 

at best. 

Some Definitions 

The first question that must be answered is, hat 
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:j J , D. Glover, The Attack on Big Business . (Torwood, 
Lassachusetts ’ The Plympton Dress, 1954), PP. 290,291 
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Anelman, op.cit . , p.r/B. 

^Federal Trade Commission, Pesort on Changes in Concen - 
tration in Manufacturing * 1915 to 1947 and 195*0 (v ashington : 
Government Printing Office, 1954), p.i6. 



